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FINANCE COMMITTEE CALL FOR EVIDENCE ON THE LAND AND BUILDINGS 
TRANSACTION TAX (SCOTLAND) BILL 

 
SUBMISSION FROM HM REVENUE & CUSTOMS 

 
1. This submission is in response to the Committee’s invitation of 25 January 2013 to 

submit written evidence on the following specific issues: 

 The transitional arrangements being made by HMRC with regards the 
operation of Stamp Duty Land Tax (SDLT) and the switch over in Scotland to 
Land and Buildings Transactions Tax (LBTT); 

 Liaison with Scottish Government (SG), Registers of Scotland (RoS) and 
Revenue Scotland over these arrangements; 

 Costs associated with this ‘switch over’; and 

 Outline of the present relationship with RoS in gathering SDLT in Scotland. 
 

2. HMRC is responsible for the collection and management of UK taxes (other than 
those collected by local authorities).  As such, it is responsible for SDLT, which 
currently applies to land transactions in the United Kingdom.  Under provisions of 
the Scotland Act 2012, SDLT will be “switched off” in Scotland and replaced by a 
devolved tax, the LBTT.  This is expected to apply from April 2015. 

  
The transitional arrangements being made by HMRC with regards the operation of 
SDLT and the switch over in Scotland to LBTT 
 
3. Section 80J(2) of the Scotland Act 1998 (inserted by section 28 of the Scotland Act 

2012) has the effect that LBTT cannot be charged on a land transaction if SDLT 
applies to it.  Broadly this means that, if the effective date of a Scottish transaction 
(for SDLT purposes) is before the date on which SDLT is switched off in Scotland 
(the switch-off date) it will be subject to SDLT and if that date is on or after the 
switch-off date it will be subject to LBTT.   
 

4. The “effective date” of a transaction for SDLT purposes is normally the date of 
settlement (completion) of the contract but may be earlier if “substantial 
performance” occurs – that is, where the purchaser takes up occupation or pays 
over the whole (or substantially the whole) of the consideration for the subject-
matter of the transaction. 

 

5. A transaction which is subject to LBTT cannot be linked (for SDLT purposes) with a 
transaction which is subject to SDLT.  Where a single transaction includes land both 
in and outside Scotland, if the effective date of the transaction is on or after the 
switch-off date it will be necessary to apportion the transaction and return only the 
part relating to land outside Scotland for SDLT purposes. This will be very similar to 
the apportionment already made in such cases for the purpose of separate 
registration in Scotland and England/ Wales.  
 

6. SDLT is a self-assessed tax and it is the responsibility of the taxpayer (with the 
assistance of his agent and/or HMRC guidance) to correctly return his liability to 
SDLT (if any). 
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7. The land transaction return (SDLT return) includes a field for the local authority (LA) 
code relevant to the land in question.  Where the effective date of a transaction is 
on or after the switch-off date, it will not be possible to submit an online return 
including a Scottish (or no) LA code.  When paper returns are keyed in, the HMRC 
IT system will flag up any returns including such a code, which will allow us to 
contact the person who submitted the return. Returns and payments relating to 
Scottish transactions, made in error to HMRC after the switch-off date, will be 
rejected and returned.  
 

8. Section 29 of the Scotland Act 2012 disapplies the switch-off of SDLT from certain 
transactions where missives were concluded (contracts exchanged) on or before 
the day on which the Scotland Act received the Royal Assent (1 May 2012).  This 
means that SDLT returns will be needed in a (probably small) number of cases after 
the switch-off date.  HMRC will make arrangements to ensure that returns in these 
cases can still be submitted as valid SDLT returns on or after the switch-off date.  
 

9. In a number of other cases – chiefly cases where the SDLT provisions for 
contingent, uncertain or unascertained consideration apply and cases involving 
certain lease provisions – the SDLT rules require a return or further return some 
time after the transaction took place.  (These returns are generally made by letter.) 
These rules will continue to apply after the switch-off date to SDLT cases where the 
effective date was before the switch-off date. 
 

10. In some other cases under the lease provisions, an event in relation to a lease 
triggers a new transaction for SDLT purposes.  In Scottish cases, this new 
transaction will no longer be subject to SDLT if the effective date of the new 
transaction is on or after the switch-off date. 
 

11. The transitional rules around the changeover from SDLT to LBTT in Scotland are 
straightforward in principle.  HMRC proposes to address any uncertainty about how 
the rules apply in practice by publishing extensive guidance well in advance of the 
changeover.  We are currently preparing this guidance in consultation with 
stakeholders, including RoS and SG.  In particular, we have invited stakeholders to 
provide examples of cases which may cause difficulty in practice, so that these can 
be included in the guidance. 

 

12. Section 42 of the Scotland Act 2012 allows the Treasury, by order, to make 
provision consequential on section 29 (the SDLT switch-off provision).  This power 
was included to make any changes that are necessary as a consequence of the 
disapplication of SDLT in Scotland that were not identified at the time the Scotland 
Bill was drafted.  Any exercise of this power, should the need arise, would be a 
matter for Treasury Ministers. 
 

Liaison with Scottish Government, Registers of Scotland and Revenue Scotland 
over these arrangements 
 
13. SG, Revenue Scotland and RoS are key stakeholders in the SDLT devolution 

project, with representatives on the project board and the overarching Scotland Act 
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Implementation Programme Board, as well as on the HMRC’s SDLT ‘Working 
Together Steering Group’ stakeholder forum.   
 

14. HMRC is consulting fully with SG and RoS on the IT requirements and business 
changes for ‘switching-off’ SDLT in Scotland, to ensure that HMRC’s arrangements 
for excluding Scottish transactions and payments from SDLT fit with RoS’ plans to 
introduce the LBTT charge. HMRC is also working with RoS on the 
decommissioning of their Automated Registration of Title to Land (ARTL) system 
following switch-over.  
 

15. The Scotland Act 2012 includes provisions to ensure that information regarding land 
transactions in Scotland remains available to HMRC and the wider UK Government 
for tax compliance and statistical purposes. HMRC is working with RoS to 
implement these provisions in respect of transaction information provided to SG in 
LBTT returns or registration documents.    
 

16. The Scotland Act 2012 also enables HMRC to share relevant information with SG 
for the purposes of administering LBTT. HMRC will be working with SG and 
Revenue Scotland in due course to scope their requirements and understand how 
to provide this in practice.  
 

17. HMRC is committed to a joined-up approach to communicating the SDLT devolution 
changes across the UK and will be consulting closely with SG, RoS and Revenue 
Scotland colleagues on the communications plan. HMRC officials will shortly be 
consulting SG, RoS and Revenue Scotland on a first draft of guidance to taxpayers 
on the SDLT implications of the transition. 
 

Costs associated with this ‘switch over’ 
 
18. HM Treasury’s statement of funding policy, “Funding the Scottish Parliament, 

National Assembly for Wales and Northern Ireland Assembly”, sets out that the 
costs of devolution must be met by the Devolved Administrations. Therefore, the 
costs associated with this work will be payable by the Scottish Government. Work is 
being undertaken to provide costings and an initial estimate will be produced during 
Summer 2013.  
 

19. The costs for the work carried out by HMRC on SDLT devolution fall broadly into 
two categories: IT and business changes to enable systems to be ‘switched off’ and 
costs for communications, including publicity and guidance.  The costs will be 
refined as the work on the project develops and will be shared with the Scottish 
Government, together with fuller details about the categories, as soon as they are 
available. 
 

Outline of the relationship with Registers of Scotland in gathering SDLT in Scotland 
 
20. HMRC’s current relationship with RoS (strictly, with the Keeper of the Registers of 

Scotland) covers two distinct areas: the Keeper’s role as land registrar and the 
Keeper’s role as agent for HMRC in the submission of land transaction returns and 
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SDLT payments under the ARTL system. 
 

21. In the Keeper’s role as land registrar, she is responsible under SDLT legislation for 
ensuring that a Scottish land transaction is not registered in the Registers of 
Scotland unless the application is accompanied by a land transaction certificate or 
other prescribed information confirming that SDLT requirements have been 
complied with in respect of the transaction.  (“Other prescribed information” refers to 
SDLT information submitted through the ARTL system.) 
 

22. Some transactions – those where the chargeable consideration does not exceed 
£40,000 and some other transactions where the transaction is exempt from charge 
to SDLT – do not require an SDLT certificate.  HMRC routinely liaises with RoS in 
cases where there is any doubt about whether or not a certificate may be required. 
 

23. The RoS ARTL system includes a version of HMRC’s online land transaction return.  
Data entered into the system for registration purposes pre-populates the land 
transaction return, greatly simplifying completion, and completion of the return 
allows registration to proceed without requiring a certificate.  In addition, registered 
users of ARTL operate a direct debit arrangement with RoS, which is used for 
payment of registration fees and SDLT.   
 

24. Data from land transaction returns in ARTL is fed to HMRC via the Government 
Gateway.  Payments are sent electronically in a daily batch to HMRC’s Accounts 
Office accompanied by a data feed allowing payments to be identified with 
individual returns.  The relationship between HMRC and RoS in relation to ARTL is 
governed by a service level agreement and regular liaison takes place to deal with 
any issues which may arise in the live service environment. 

 


